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In this FRA News, your attention is drawn to the following 
developments:

Need to know:

 n Impairment last piece of financial instruments reform

 n Not solely charitable – status revoked

 n ACNC to revoke lost charities

 n Replacing the ACNC; options paper released

 n Eight AFS licensees banned and more

 n Property schemes’ disclosure – ASIC’s review

 n $1.2 million fine for breaching continuous disclosure 
laws

Nice to know:

 n Tidy up EDs on revenue

 n A guide for charities reporting

 n National Standard Chart of Accounts updated

 n Compilation of financial information revisions 

 n DGR information, ACNC fact sheet

Welcome to this issue of ‘TNR FRA News’. 

Financial Reporting and Auditing News (‘FRA News’) provides 
you with our insight into current and emerging financial 
reporting, auditing and corporate governance matters 
on a monthly basis. FRA News contains items requiring 
immediate consideration (Need to Know), whereas other 
items are for general information (Nice to Know).

FRA News is prepared by Colin Parker, Principal, GAAP 
Consulting, and former member of the Australian Accounting 
Standards Board (2006-2009) with the input of staff of GAAP.
com.au Pty Ltd. 
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The International Accounting Standards Board (IASB) completed 
the final element, impairment, of its comprehensive response 
to the global financial crisis by issuing IFRS 9 “Financial 
Instruments”.  The package of improvements introduced by 
IFRS 9 includes a model for classification and measurement, a 
single, forward-looking ‘expected loss’ impairment model, and 
a substantially-reformed approach to hedge accounting.  The 
new Standard will come into effect on 1 January 2018 with early 
application permitted.

Impairment:  During the financial crisis, the delayed recognition 
of credit losses on loans (and other financial instruments) was 
identified as a weakness in existing accounting standards.  As 
part of IFRS 9, the IASB has introduced a new, expected-loss 
impairment model that will require more timely recognition of 
expected credit losses.  Specifically, the new Standard requires 
entities to account for expected credit losses from when 
financial instruments are first recognised and to recognise full 
lifetime expected losses on a timelier basis.

Hedge accounting:  IFRS 9 introduces a substantially-reformed 
model for hedge accounting, with enhanced disclosures 
about risk management activity.  The new model represents 
a significant overhaul of hedge accounting that aligns the 
accounting treatment with risk management activities, enabling 
entities to better reflect these activities in their financial 
statements.  In addition, as a result of these changes, users of 
the financial statements will be provided with better information 

about risk management and the effect of hedge accounting on 
the financial statements.

Own credit:  IFRS 9 also removes the volatility in profit or 
loss that was caused by changes in the credit risk of liabilities 
elected to be measured at fair value. This change in accounting 
means that gains caused by the deterioration of an entity’s 
own credit risk on such liabilities are no longer recognised in 
profit or loss.  Early application of this improvement to financial 
reporting, prior to any other changes in the accounting for 
financial instruments, is permitted by IFRS 9.

Classification and measurement:  Classification determines 
how financial assets and financial liabilities are accounted for in 
financial statements and, in particular, how they are measured 
on an ongoing basis.  IFRS 9 introduces a logical approach 
for the classification of financial assets, which is driven by 
cash flow characteristics and the business model in which an 
asset is held.  This single, principle-based approach replaces 
existing rule-based requirements that are generally considered 
to be overly complex and difficult to apply.  The new model 
also results in a single impairment model being applied to all 
financial instruments, thereby removing a source of complexity 
associated with previous accounting requirements.

Impairment is the last chapter of IFRS 9 “Financial Instruments” 
to be released.  The AASB will consider the approval of 
impairment amendments to AASB 9 “Financial Instruments” 
later during the year. 

Impairment last piece of financial instruments reform Need to 
know

Not solely charitable – status revoked
The charitable status of two charities, Care 4 Kids Foundation of Australia Ltd and Indigenous Foundation of Australia Ltd, has been 
revoked after the Australian Charities and Not-for-profits Commission (ACNC) ruled their operations were not solely charitable.  
The decision follows five months of investigation into the charities’ activities and purposes by the ACNC.  The investigations were 
undertaken with the charities’ cooperation.  Both charities were given an opportunity to show cause why their registration should 
not be revoked and their responses were taken into account before a final decision was made.  The charities are able to object to 
this decision and can reapply to be registered when the ACNCs’ concerns are wholly addressed.

An entity is entitled to registration with the ACNC if it met the requirements set out in section 25-5 of the Australian Charities and 
Not-for-profits Commission Act 2012.  Registration entitles charities to apply for a range of Commonwealth charity tax concessions, 
such as deductible gift recipient status, and income tax exemption.  Charities lose these benefits if their charity status is revoked.

Care 4 Kids Foundation of Australia Ltd operates in New South Wales, Victoria, Tasmania and South Australia.  Indigenous Foundation 
of Australia operates in New South Wales and Tasmania.  Both charities are managed by the same directors.  These directors are 
also involved with a for-profit organisation, Cancer Foundation of Australia Pty Ltd.  This organisation was not a registered charity 
and not within the ACNC’s jurisdiction.

The charities’ revoked status is recorded on the National Charity Register at www.acnc.gov.au/findacharity.

The ACNC had dealt with more than 800 complaints or concerns about charities since its inception in December 2012.  In most 
cases the ACNC worked with charities to allow them to resolve any issues.  The majority of complaints were resolved with education 
and advice, or cooperative interventions where the ACNC has worked with the boards to rectify any concerns. 
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The Federal Department of Social Services (DSS) released 
the Options Paper “Australia’s Charity and Not for profits” that 
describes plans to replace the ACNC with a National Centre 
of Excellence and ways of transferring its regulatory functions 
back to Australian Securities and Investments Commission 
(ASIC) and the ATO.

The paper explains:

 n the current legislative arrangements;

 n the government’s plans to establish new self-reporting 
arrangements.  Charities will be required to maintain a 
publicly accessible website that features the names of 
responsible persons; details of all funding received from 
government (Commonwealth, State and Local); and financial 
reports.  Charities will have until 1 July 2015 to update their 
website;

 n reinstatement of the previous ASIC reporting obligations for 
charities that are companies;

 n the transfer of charitable status determination back to the 
ATO, identifying two options relating to how the ATO might 
complete this work.  One option proposes an independent 
panel comprising external experts to provide advice on 
objections raised by charities that disagree with the initial 
ATO assessment on the determination of charitable status, 
and the second option proposes a separate unit within the 
ATO responsible for determining outcomes for applicants 
who objected to findings on eligibility for charitable status 
and related tax concessions;

 n charities currently exempt from providing financial reports 
would retain the exemption, such charities include small 
organisations and basic religious charities;

 n the revised compliance arrangements that will involve using 
the current powers of the states, ATO and APRA; and

 n transitional arrangements that give charities until 1 July 2015 
to comply with the new arrangements.

The Options Paper states that the Australian Charities and 
Not-for-profits Commission (Repeal) (No.2) Bill is scheduled 
to be introduced into parliament later this year, but that the 
new arrangements for the ATO and ASIC will take effect 
immediately. 

The current national register will be archived.  There is no 
intention to continue maintaining such a register.  As result, 
there will be no need for an Annual Information Statement.

Comments on the Options Paper are due by 20 August 2014 
and via a submissions template.  The Department intends to 
provide a summary of written submissions on its website in 
September 2014.

The Federal Government is also consulting on the proposed 
NFP National Centre of Excellence (NCE) as a successor 
component to the ACNC, but the consultation on the NCE 
explicitly excludes any issues related to the abolition of 
the ACNC and clarifies that the NCE is not a regulator.  
The government has announced the dates and places for 
consultation with the sector on the NCE. 

Not solely charitable – status revoked

ACNC to revoke lost charities

The ACNC will shortly begin 
revoking 255 charities that it has 
been unable to reach.  These 
charities were part of the “Return 
to Sender” project, an exercise to 
give integrity to the national Charity 
Register and the list of registered 
charities provided by the Australian 
Tax Office (ATO) when the ACNC 
first commenced operation.  After 
being revoked, the charities will 
no longer have access to their 
charity tax concessions, which are 

administered by the ATO.

The Return to Sender list has 
been successful in identifying 
many charities that are no longer 
operating, allowing the ACNC to 
update its Register.  However, there 
are still some 3,000 charities the 
ACNC has not been able to contact.  
The list is available at www.acnc.
gov.au/findacharity.  Look through 
the list and contact the ACNC if you 
believe one of these charities is still 
operational. 

Replacing the ACNC; options paper released



Eight AFS licensees banned and more

A proactive ASIC review of Australian 
financial services (AFS) licensees that 
failed to lodge audited annual statements 
has led to ASIC cancelling eight AFS 
licences.  In addition, a further seven 
licensees face possible suspension or 
cancellation for failing to lodge audited 
annual statements.  ASIC reviewed the 
conduct of 72 AFS licensees operating 
in the financial advice industry that 
had failed to lodge their audited annual 
statements.

ASIC has cancelled eight AFS licences 
and suspended two for failing to comply 
with the financial services laws by: 
failing to lodge with ASIC its annual profit 
and loss statement and balance sheet, 
together with an auditor’s report for each 
outstanding year, and failing to advise 

ASIC in writing, within 10 business days, 
of becoming aware of this significant 
breach.

In addition to the cancellations, ASIC:

 n suspended two AFS licences for 
failure to lodge audited annual 
statements;

 n achieved voluntary compliance by 38 
AFS licensees who have lodged all 
outstanding documents; and

 n prompted 17 entities to voluntarily 
cancel their AFS licences as they 
are no longer operating a financial 
services business.

The annual lodgement of audited 
accounts is an important part of a 
licensee demonstrating it has adequate 

financial resources to provide the 
services covered by its licence and to 
conduct the business in compliance with 
the Corporations Act 2001.  This includes 
carrying out supervisory arrangements 
of its representatives and ensuring there 
is a financial buffer that reduces the risk 
of a disorderly wind-up if the business 
ceases.

ASIC stated that failure to comply with 
reporting obligations is often an indicator 
of a poor compliance culture; and ASIC 
will take action against licensees that 
fail to lodge these statements.  ASIC 
will continue to contact AFS licensees 
who have not lodged audited financial 
statements and take appropriate action if 
they fail to lodge these statements. 

Property schemes’ disclosure – ASIC’s review

ASIC described as ‘disappointing’ a review of disclosure to 
investors by the unlisted property industry.  The review, part 
of a recent broader surveillance into the managed investment 
and superannuation sectors, including listed and unlisted 
property funds, found unlisted property schemes were failing to 
adequately disclose against benchmarks put in place to improve 
investors’ awareness of the risks of investing in these products.

In March 2012, ASIC introduced benchmarks that unlisted 
property schemes are required to address on an ‘if not, why 
not’ basis.  The benchmarks addressed key issues including 
schemes’ gearing policy, interest cover policy, related party 
transactions and distribution practices.  ASIC’s review found 
schemes’ responsible entities (REs) either failed to address 
certain benchmarks or did not provide enough information.  They 
also failed to provide the information in a single location on their 
website and/or in a single designated document.

As a result of ASIC’s surveillance, one scheme withdrew its 
Product Disclosure Statement from the market.  A further three 
entities will be questioned about their disclosure.  ASIC will be 
meeting with industry to discuss its concerns and follow up 
compliance.

Schemes need to address each and every disclosure element 
in each benchmark and disclosure principle fully.  Where ASIC 

finds entities that have not satisfactorily addressed benchmarks 
or disclosure principles, it may consider taking enforcement 
action.

ASIC recommended that entities should maintain a single 
stand-alone document, available in print or in an electronic form 
that represents to investors communication efficiency and cost 
effectiveness.  ASIC also encouraged real estate investment 
trusts (A-REITs) to consider providing more explanatory material 
to investors on an ongoing basis about the risks about the 
scheme and the policies in place to address them.

ASIC will be shortly releasing further information on its 
surveillance of the managed investment and superannuation 
sectors. 
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The AASB issued ED 251 “Revenue 
from Contracts with Customers – Tier 
2 proposals” and ED 252 “Proposal to 
supersede AASB Interpretation 1042 
Subscriber Acquisition Costs in the 
Telecommunications Industry”.  Adverse 
comments on the proposals in ED 251 or 
ED 252 are requested to be provided to 
the AASB by 29 August 2014.

ED 251 proposes the disclosure 
requirements from which Tier 2 
entities should be exempt in the 
anticipated forthcoming Standard AASB 
15 “Revenue from Contracts with 
Customers”.  At its July meeting, on 

considering the disclosure requirements 
of IFRS 15 “Revenue from Contracts 
with Customers” the AASB decided to 
amend a number of the Tier 2 disclosure 
requirements previously proposed by the 
AASB.  In light of these amendments the 
AASB decided that re-exposure of the 
proposed disclosure requirements via an 
‘adverse comment’ Exposure Draft was 
warranted prior to incorporating the Tier 
2 reduced disclosure requirements in the 
forthcoming Standard AASB 15.

ED 252 proposes to supersede 
AASB Interpretation 1042 
“Subscriber Acquisition Costs in the 

Telecommunications Industry” with the 
forthcoming Standard AASB 15.  At its 
July 2014 meeting, the AASB decided 
AASB Interpretation 1042 would no 
longer be required once the anticipated 
forthcoming AASB 15 is applicable as the 
requirements of AASB 15 address the 
accounting for contract acquisition costs 
in the telecommunications industry.  
Therefore, the AASB proposes that 
AASB Interpretation 1042 be superseded 
by the anticipated forthcoming AASB 15 
when that Standard is applied.  

The Federal Court imposed a $1.2 million penalty on Newcrest Mining Limited (Newcrest) for contravening its continuous disclosure 
obligations.  Newcrest admitted the contraventions and the parties filed a joint application for civil penalties to be imposed.

ASIC issued proceedings against Newcrest on 18 June 2014 alleging that in a series of briefings to analysts, Newcrest disclosed, 
from 28 May 2013, information regarding Newcrest’s expected gold production for the 2013-14 financial year and on 5 June 2013 
disclosed information regarding Newcrest’s expected capital expenditure for the 2013-14 financial year.

The Court found that Newcrest contravened its continuous disclosure obligations under section 674(2) of the Corporations Act 2001:

 n on and from 12.05 pm on 28 May 2013 continuing until 9.19 am on 7 June 2013 by failing to notify the ASX that 
Newcrest management expected total gold production for financial year 2014 to be approximately 2.2 to 2.3 million 
ounces; and 

 n on and from 5 June continuing until 9.19 am on 7 June 2013 by failing to notify the ASX that Newcrest management 
expected Newcrest’s capital expenditure figure for financial year 2014 to be approximately AU$1 billion.

The Court ordered that Newcrest pay penalty of $800,000 for the first contravention (relating to the expected gold production for 
FY14) and $400,000 for the second contravention (relating to the expected capital expenditure for FY14).

In handing down his judgment, the Hon Justice Middleton said, “Within the confines of the maximum penalty of $1,000,000 
for each contravention, the penalties are such to send a strong message to market participants to be mindful of the care and 
caution needed when interacting with analysts.  These penalties also reinforce the message that equal access to market sensitive 
information is paramount in ensuring that markets operate on an informed, and equally informed, basis.”

ASIC stated the “decision is clear – listed entities are responsible for managing their confidential information and must take special 
care during analyst and investor briefings.  Selective disclosure has the potential to undermine confidence in the market and ASIC 
will act to enforce the law in such cases.”

ASIC’s investigation into relation persons who received this information is ongoing. 

Property schemes’ disclosure – ASIC’s review

$1.2 million fine for breaching continuous disclosure laws

Tidy up EDs on revenue Nice to 
know



The National Standard Chart of Accounts (NSCOA) has been updated and is now available on the ACNC website.  NSCOA is a 
data entry tool and data dictionary for not-for-profits, including charities.  All Australian governments (Commonwealth, State and 
Territory) have agreed to accept NSCOA when requesting information from not-for-profit entities.

While NSCOA is not compulsory, there are benefits in using it and is part of the ACNC’s reducing red tape initiatives.  Among 
the benefits are: providing a common approach to the recording and reporting of accounting information; reducing the time and 
cost of preparing financial statements; providing a consistent approach to preparing financial information for reporting to multiple 
jurisdictions and the flexibility to be adapted to each not-for-profit’s unique situation. 
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Chartered Accountants Australia and New Zealand released “A guide for charities reporting under the ACNC Act 2012” to assists 
entities to determine whether the ACNC reporting requirements apply to them.  The guide provides details regarding obligations for 
not-for-profit entities in relation to record-keeping, reporting and auditing.  It also covers what financial reports are appropriate for 
lodgement.

The new guide is a supplement to the latest issue of “Enhancing Not-for-profit Annual and Financial Reporting (released in April 2013 
when not all the regulations relating to the ACNC Act were finalised):

 n Section 1 contains an explanation of record keeping, reporting and audit requirements of the ACNC Act, and

 n Section 2 provides decision flowcharts that will help users to decide if the ACNC reporting requirements apply to them, what 
type of reporting is appropriate and what that report should contain.

This material supplements the content of sections 4 and 5 of “Enhancing Not-For-Profit Annual and Financial Reporting that deal 
with reporting matters”.  Sections 1, 2 and 3 remain unchanged and continue to be relevant.

The guide is applicable for the first annual reporting season commencing on or after 1 July 2013.  It also reminds users of the 
potential changes that are occurring with charity regulation in light of the Federal Government‘s stated intention to replace the 
ACNC with a Centre of Excellence.  This will not affect the 2014 financial year but may impact subsequent reporting periods. 

A guide for charities reporting

National Standard Chart of Accounts updated

The Accounting Professional and Ethical Standards Board 
(APESB) is seeking feedback from professional accountants 
who undertake compilation engagements and other 
stakeholders in relation to an Exposure Draft that outlines 
proposed revisions to the existing APES 315 “Compilation of 
Financial Information”.

APESB has clarified in the proposed APES 315, that when 
a professional accountant is performing a compilation 
engagement, the professional accountant is applying his or her 
expertise in accounting and/or financial reporting rather than 
any assurance expertise that may be used, for example, in 
audit engagements.

The Exposure Draft includes enhanced requirements and 
guidance for a professional accountant in respect of the 

‘applicable financial reporting framework’, when undertaking 
a compilation engagement in respect of general purpose or 
special purpose financial statements.  It also proposes that 
professional accountants consider issuing an ‘Accountant’s 
Report Disclaimer’ when they perform similar activities which 
are not compilation engagements. 

A new engagement letter format for a compilation engagement 
is provided to assist professional accountants and the client to 
negotiate and document the terms of their engagement.  Three 
new examples of compilation reports are also provided.

APESB seeks feedback on the proposed changes by 12 
September 2014.  It is proposed that amendments to the 
Standard will be operative from 1 July 2015 with early adoption 
permitted.  

Compilation of financial information revisions



All material contained in this newsletter is written by way of general comment.  No material should be accepted as authoritative advice and any reader wishing to act upon the material 
should first contact our office for properly considered professional advice which will take into account your own specific conditions.  No responsibility is accepted for any action taken 
without advice by readers of the material contained herein.
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A factsheet on Deductible Gift Recipients (DGRs) and ACNC is available on the ACNC 
website.  Not all charities are able to be DGRs, however charities can apply for charity 
registration and DGR endorsement on the same ACNC online registration form and ACNC 
will pass on the information to the Australian Tax Office, who determines DGR eligibility. 

DGR information, ACNC fact sheet

Internet
Copies of ‘FRA NEWS’ are available 
on the internet at www.tnr.com.au

Queries
For further information or assistance, 
please contact your TNR Audit & 
Assurance Partner or Manager.

www.tnr.com.au


